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Part 1 - Annual Budget 


1.1 Introduction 

Tlokwe City Council was in no way immune to the harsh economic realities associated 
with the recession. Among the impacts are the various challenges currently being 
experienced by the municipality due to among other things declining collection rates; 
historic expenditure patterns and a general lack of “doing business smarter”. 

Management within local government has a significant role to play in strengthening the 
link between the citizen and government’s overall priorities and spending plans. The goal 
should be to enhance service delivery aimed at improving the quality of life for all people 
within the Tlokwe City Council. Budgeting is primarily about the choices that the 
municipality has to make between competing priorities and fiscal realities. The challenge 
is to do more with the available resources. We need to remain focused on the effective 
delivery of the core municipal services through the application of efficient and effective 
service delivery mechanisms. 

The application of sound financial management principles for the compilation of the City’s 
financial plan is essential and critical to ensure that the City remains financially viable and 
that sustainable municipal services are provided economically and equitably to all 
communities. 


Medium-Term budget 2016/2017 to 2018/2019 

With the specific focus on securing a better life for the residents of Tlokwe City Council 
has essentially resulted in the development of this 2016/2017 Medium-term Revenue and 
Expenditure Framework (MTREF). The medium-term budget was compiled with a view to 
addressing key service delivery challenges, focussing on the priorities to ensure that 
indeed this Municipality works better for all its citizens, residents and businesses. 

The Tlokwe Municipality has prepared this record budget for the 2016/2017 financial year, 
amounting to R1,34 billion increasing to R1,50 billion in 2018/2019. This represents an 
increase of R1 68,53 million. Resources have been allocated to uplift underdeveloped 
areas, maintain existing infrastructure and fulfil strategic priorities in the Integrated 
Development Plan (IDP). 

The budget recognizes that there are many exciting opportunities for Tlokwe Local 
Municipality and its residents, and acknowledging that there are a number of serious 
challenges that must be addressed to ensure ongoing prosperity and quality of life. 
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The Municipality is serious about meeting the challenges of creating a City with an 
enabling environment for all citizens to utilise their full potential and access opportunities 
which will enable them to contribute towards a vibrant and sustainable economy. 


1.2 Council Resolutions 

On 31 May 2016 the Tlokwe City Council will meet in the Promosa Community Hall to 
consider the annual budget of the municipality for the financial year 2016/2017. The 
Council will approve the following resolutions: 

1. The Tlokwe City Council, acting in terms of Section 24 of the Municipal Finance 
Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The annual budget of the municipality for the financial year 2016/2017 and the multi- 
year and single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification). 

1 .1 .2. Budgeted Financial Performance (revenue and expenditure by municipal vote). 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type). 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source. 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position. 

1.2.2. Budgeted Cash Flows. 

1 .2.3. Cash backed reserves and accumulated surplus reconciliation. 

1.2.4. Asset management. 


2. The Tlokwe City Council, acting in terms of section 75A of the Local Government: 
Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July 
2016: 
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2.1 the tariffs for property rates - included in the Council Agenda, 

2.2 the tariffs for electricity - included in the Council Agenda, 

2.3 the tariffs for the supply of water - included in the Council Agenda, 

2.4 the tariffs for sanitation services - included in the Council Agenda, 

2.5 The tariffs for solid waste services - included in the Council Agenda, 


3. The Tlokwe City Council, acting in terms of 75A of the Local Government: Municipal 
Systems Act (Act 32 of 2000) approves and adopts with effect from 1 July 2016 the 
tariffs for other services, as included in the Council Agenda. 

4. To give proper effect to the municipality’s annual budget, the Tlokwe City Council 
approves: 

4.1. That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all capital reserves and provisions, 
unspent long-term loans and unspent conditional grants are cash backed as 
required in terms of the municipality’s funding and reserves policy as prescribed by 
section 8 of the Municipal Budget and Reporting Regulations. 

4.2. That the Municipal Manager be authorised to sign all necessary agreements and 
documents to give effect to the above lending programme. 


1.3 Executive Summary 

The application of sound financial management principles for the compilation of the City’s 
financial plan is essential and critical to ensure that the City remains financially viable and 
that municipal services are provided sustainably, economically and equitably to all 
communities. 

The City’s business and service delivery priorities were reviewed as part of this year’s 
planning and budget process. Where appropriate, funds were transferred from low- to 
high-priority programmes so as to maintain sound financial stewardship. A critical review 
was also undertaken of expenditures on noncore and ‘nice to have’ items. Key areas 
where savings were realized were on telephone and internet usage, printing, workshops, 
overseas and national travel, accommodation, and catering. 

The City has embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. 
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Furthermore, the City has undertaken various customer care initiatives to ensure the 
municipality truly involves all citizens in the process of ensuring a people lead 
government. 

National Treasury’s MFMA Circular No. 58, 59, 66, 67,74,78 and 79 as well as the Cost 
Containment Measures were used to guide the compilation of the 2016/17 MTREF. 

The main challenges experienced during the compilation of the 2016/17 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Ageing and poorly maintained water, roads, sewerage and electricity 
infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource 
envelope given the cash flow realities and declining cash position of the 
municipality; 

• The increased cost of electricity (due to tariff increases from Eskom), which is 
placing upward pressure on service tariffs to residents. Continuous high tariff 
increases are not sustainable - as a point will be reached where services will no- 
longer be affordable; 

• Wage increases for municipal staff that continue to exceed consumer inflation, as 
well as the need to fill critical vacancies; 

• Affordability of capital projects - original allocations had to be reduced and the 
operational expenditure associated with prior year’s capital investments needed to 
be factored into the budget as part of the 2016/17 MTREF process; and 


The following budget principles and guidelines directly informed the compilation of the 
2016/17 MTREF: 

• The 2015/2016 Adjustment Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget were adopted as the upper limits 
for the new baselines for the 2016/17 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should generally not 
exceed inflation as measured by the CPIX, except where there are price increases in 
the inputs of services that are beyond the control of the municipality, for instance the 
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cost of bulk water and electricity. In addition, tariffs need to remain or move towards 
being cost reflective, and should take into account the need to address infrastructure 
backlogs; 


There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget 
and have been gazetted as required by the annual Division of Revenue Act; 


In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2016/17 Medium-term Revenue and Expenditure Framework: 


Table 1: Consolidated Overview of the 2016/17 MTREF 


R thousand 

Adjustment 

Budget 

2015/16 

Budget Year 

2016/17 

Budget Year 

2017/18 

Budget Year 

2018/19 

Total Operating Revenue 

1, 190, 885 

1, 365, 094 

1 458, 324 

1, 550, 724 

Total Operating Expenditure 

1, 234, 783 

1, 335, 895 

1 416, 247 

1, 504, 427 

(Surplusj/Deficit for the 
year 

43, 898 

(29, 199) 

(42, 078) 

(46, 297) 

Total Capital Expenditure 

279, 212 

219, 451 

253, 885 

263, 591 


Total operating revenue has grown by 14.6% or R174.209 million for the 2016/2017 
financial year. For the two outer years, operational revenue will increase by 6.8% and 
6.3% respectively. 


Total operating expenditure for the 2016/2017 financial year has been appropriated at 
R1.34 billion and translates into a budgeted surplus of R29.2 million. When compared to 
the 2015/16 Adjustment Budget, operational expenditure has grown by R1 01.1 million or 
8.2 % in the 2016/17 budget and by 6.0 % and 6.2% for each of the respective outer 
years of the MTREF. The deficit of the past years will improve to an operating surplus for 
the two outer years amounting to R42.1 million in the 2017/2018 and R46.3 million in the 
2018/2019 financial years respectively. The deficits of the previous financial years as 
well as the budgeted operating deficit for the 2016/2017 financial year are due to the 
revaluation of assets. 


The capital budget of R219, 45 million for 2016/17 is 21.4% less than the 2015/16 
Adjustment Budget. The capital programme increases to R253, 9 million in the 
2017/2018 financial year and to R263, 6 million in 2018/2019. A substantial portion of 
the capital budget, R156, 7 million will be funded from internal funds. The balance will 
be funded from Government grants and transfers. 
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1.4 Operating Revenue Framework 


For Tlokwe City Council to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong 
revenue management is fundamental to the financial sustainability of every municipality. 
The reality is that we are faced with development backlogs and poverty. The expenditure 
required to address these challenges will inevitably always exceed available funding; 
hence difficult choices have to be made in relation to tariff increases and balancing 
expenditures against realistically anticipated revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the City and continued economic development; 

• Efficient revenue management, which aims to ensure a 95%- to 100% per cent annual 
collection rate for property rates and other key service charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of South 
Africa (NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property 
Rates Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the City. 
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The following table is a summary of the 2016/2017 MTREF (classified by main 
revenue source): 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, 
capital transfers and contributions are excluded from the operating statement, as inclusion 
of these revenue sources would distort the calculation of the operating surplus/deficit. 


Description 

Thousand 

Current Year 2015/2016 

2016/17Medium Term Revenue & Expenditure 
Framework 

Original 

Budget 

Adjusted 

Budget 

Full Year 
Forecast 

Budget Year 
2016/17 

Budget Year 
+1 2017/18 

Budget Year 
+2 2018/19 

Revenue Bv Source 

Property rates 

Service charges - electricity revenue 

Service charges - water revenue 

Service charges - sanitation revenue 

Service charges - refuse revenue 

Other revenue/grants 

131, 282 

621, 762 

98 ,693 

52, 665 

40 ,049 

246, 434 

131, 282 

621 ,762 

98 ,693 

52, 665 

40, 049 

246, 434 

131, 282 

621 ,762 

98 ,693 

52, 665 

40 ,049 

246, 434 

139, 919 

670, 839 

113 ,628 

57 ,101 

43, 093 

340,513 

142, 406 

723, 568 

120, 446 

60, 496 

44, 618 

366 ,790 

150, 470 

780, 439 

127, 672 

64, 094 

47, 295 

380, 754 

Total Revenue 

1,190, 885 

1, 190, 885 

1, 190, 885 

1, 365, 093 

1, 458, 324 

1, 550, 724 


Revenue generated from rates and service charges forms a significant percentage of the 
revenue basket for the City. Rates and service charge revenues comprise more than two 
thirds of the total revenue mix. 

Table : Operating Transfers and Grant Receipts 



2016/2017 

2017/2018 

2018/2019 

OPERATING GRANTS 

R m 

R m 

R m 

National Government 

Equitable Share 

Finance Management Grant 

Municipal Infrastructure Grant 

Provincial Government 

Municipal Systems 

Expended Public Works Programme 

Total 

122,89 

1,67 

137,70 

1,86 

152,13 

1,98 

124,56 

139,56 

154,11 

0,37 

1,43 

0.39 

- 

1,81 

0,39 

- 




126,37 

139,95 

154,11 
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The above table gives a breakdown of the various operating grants and subsidies 
allocated to the municipality over the medium term. 


Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, 
tariffs and other charges were revised, local economic conditions, input costs and the 
affordability of services were taken into account to ensure the financial sustainability of the 
City. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs 
and other charges as low as possible. Municipalities must justify in their budget 
documentation all increases in excess of the 6 per cent upper boundary of the South 
African Reserve Bank’s inflation target. Excessive increases are likely to be 
counterproductive, resulting in higher levels of non-payment. 

The percentage increase of Eskom tariffs are far beyond the mentioned inflation target. 
Given that this tariff increase is determined by an external agency, the impact it has on the 
municipality’s electricity tariffs are largely outside the control of the City. Discounting the 
impact of these price increases in lower consumer tariffs will erode the City’s future 
financial position and viability. 


It must also be appreciated that the consumer price index, as measured by CPI, is not a 
good measure of the cost increases of goods and services relevant to municipalities. The 
basket of goods and services utilised for the calculation of the CPI consist of items such 
as food, petrol and medical services, whereas the cost drivers of a municipality are 
informed by items such as the cost of remuneration, bulk purchases of electricity and 
water, petrol, diesel, chemicals, cement etc. The current challenge facing the City is 
managing the gap between cost drivers and tariffs levied, as any shortfall must be made 
up by either operational efficiency gains or service level reductions. Within this framework 
the City has undertaken the tariff setting process relating to service charges as follows. 


1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the 
effective property rate tariff is therefore an integral part of the municipality’s budgeting 
process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Local 
Government and Human Settlement. These regulations came into effect on 1 July 2009 
and prescribe the rate ratio for the non-residential categories, public service infrastructure 
and agricultural properties relative to residential properties to be 0,25:1. 
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The implementation of these regulations was done in the 2010/11 budget process and the 
Property Rates By-Law of the Municipality has been amended accordingly. 

The following stipulations in the Property Rates By-Law are highlighted: 

• The first R1 5 000 of the market value of a property used for residential purposes 
is excluded from the rate-able value (Section 17(h) of the MPRA). In addition to 
this rebate, a further R5 000 reduction on the market value of a property will be 
granted in terms of the City’s own Property Rates By-Law; 

• 50% rebate will be granted to registered indigents in terms of the Indigent Policy; 


For pensioners, physically and mentally disabled persons, a maximum/total 
rebate of 50% will be granted to owners of rate-able property if the total gross 
income of the applicant and/or his/her spouse, if any, does not to exceed the 
amount equal to twice the annual state pension as approved by the National 
Government for a financial year. In this regard the following stipulations are 
relevant: 


• The rate-able property concerned must be occupied only by the applicant 
and his/her spouse, if any, and by dependants without income; 


• The applicant must submit proof of his/her age and identity and, in the case 
of a physically or mentally handicapped person, proof of certification by a 
Medical Officer of Health, also proof of the annual income from a social 
pension; and 

• The property must be categorized as residential. 

The Municipality may award a 100 per cent grant-in-aid on the assessment rates 
of rate-able properties of certain classes such as registered welfare 
organizations, institutions or organizations performing charitable work, sports 
grounds used for purposes of amateur sport. The owner of such a property must 
apply to the Chief Financial Officer in the prescribed format for such a grant. 


The categories of rateable properties for purposes of levying rates and the proposed rates 
for the 2015/16 financial year based on the new valuation roll from 1 July 2013 is contained 
below: 
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Table: Comparison of proposed rates to be levied for the 2015/16 financial year 


Category 

Current Tariff 
(1 July 2015) 

Proposed tariff 
(from 1 July 2016) 


c in the Rand 

c in the Rand 

Residential properties 

0.36517 

0.38708 

State properties 

1.09551 

1.161241 

Business & Commercial 

1.09551 

1.161241 

Agricultural 

0.091293 

0.096771 

Municipal service property 

0.36517 

0.38708 

Industrial 

1.09551 

1.161241 

Public benefit organisation properties 

0.091293 

0.096771 


1 .4.2 Sale of Water and Impact of Tariff Increases 

South Africa faces similar challenges with regard to water supply as it did with electricity, 
since demand growth outstrips supply. Consequently, National Treasury is encouraging 
all municipalities to carefully review the level and structure of their water tariffs to ensure: 

• Water tariffs are fully cost-reflective - including the cost of maintenance and 
renewal of purification plants, water networks and the cost associated with 
reticulation expansion; 

• Water tariffs are structured to protect basic levels of service and ensure the 
provision of free water to the poorest of the poor (indigent); and 

• Water tariffs are designed to encourage efficient and sustainable consumption. 


Tlokwe City Council has undertaken an assessment of its capital infrastructure 
requirements. The assessment indicates that the current infrastructure regarding the 
water purification and sewerage works is unlikely to sustain its long-term ability to supply 
clean water and to clean the sewerage to be released in the Mooi River. 

The Tlokwe City Council is striving to retain its Blue Drop and Green Drop Status in the 
future. 

A tariff increase of 6% from 1 July 2016 for water is proposed. In addition 10 kf water per 
month will be granted free of charge to all indigent households as per Council policy. 
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A summary of the proposed tariffs for households (residential) and non-residential are as 
follows: 


Table: Proposed Water Tariffs 


CATEGORY 

CURRENT TARIFFS 
2015/16 

PROPOSED TARIFFS 
2016/17 

Rand per k€ 

Rand per k€ 

RESIDENTIAL 



(i) 7 to 16 kf per month 

5.48 

5.81 

(ii) 17 to 36 kf per month 

5.77 

6.12 

(iii) 37 to 56 kt per month 

6.06 

6.42 

(iv) 57 to 80 k l per month 

6.37 

6.75 

(v) More than 80 kf per month 

6.87 

7.28 

NON-RESIDENTIAL 



(i) 0-5 000 kf per month 

6.06 

6.42 

(ii) More than 5 000 k l per month 

5.48 

5.80 

(iii) Schools, University and Colleges 

5.77 

6.12 


1.4.3 Sale of Electricity and Impact of Tariff Increases 

NERSA has announced the revised bulk electricity pricing structure. A 9.4 % increase in 
the Eskom bulk electricity tariff to municipalities will be effective from 1 July 2016. 

Considering the Eskom increases, the consumer tariff had to be increased by an average 
7.84% to offset the additional bulk purchase cost from 1 July 2016. Furthermore, it should 
be noted that given the magnitude of the tariff increase, it is expected to depress growth in 
electricity consumption, which will have a negative impact on the municipality’s revenue 
from electricity. 

Registered indigents will be granted 80 kWh per month free of charge. 

The following table shows the impact of the proposed increases in electricity tariffs on 
domestic customers: 

Table: Domestic Block Tariffs (Single and 3 phase) 


Monthly 

Consumption 

kWh 

CURRENT TARIFFS 
2015/16 

PROPOSED TARIFFS 

2016/17 

0-50 

1.2151 

1 .2880 

51 - 350 

1.2151 

1 .2880 

351 - 600 

1.4011 

1 .4852 

>601 

1.6580 

1 .7575 
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The fixed charge levied in the 2015/2016 financial year amounted to R50.26. This fixed 
charge increases to R 54.18per month in the 2016/2017 financial year. 

The inadequate electricity bulk capacity and the impact on service delivery and 
development remains a challenge for the City. Most of the suburbs and inner city 
reticulation network was designed or strengthened in the early 1980’s with an expected 
20-25 year life-expectancy. The upgrading of the City’s electricity network has therefore 
become a strategic priority, especially the substations and transmission lines. The current 
and planned capital projects will partly address these shortfalls in the electricity supply in 
the greater Tlokwe demarcated area. 

The approved budget for the Electricity Division can only be utilised for certain committed 
upgrade projects and to strengthen critical infrastructure (e.g. substations without back-up 
supply). It is estimated that additional special funding for electricity bulk infrastructure to 
the amount of +- R 60 million per year for five additional years will be necessary to steer 
the City out of this predicament. 

Owing to the high increases in Eskom’s bulk tariffs, it is clearly not possible to fund these 
necessary upgrades through increases in the municipal electricity tariff - as the resultant 
tariff increases would be unaffordable for the consumers. It was therefore resolved that 
the taking up of loans as a strategy for funding of the infrastructure be approved to spread 
the burden over the life span of the assets. As part of the 2016/17 medium-term capital 
programme, funding has been allocated to electricity infrastructure but these funding 
levels will require further investigation as part of the next budget cycle in an attempt to 
source more funding to ensure this risk is mitigated. 

1.4.4 Sanitation and Impact of Tariff Increases 

A tariff increase of 6% for sanitation from 1 July 2016 is proposed. This is based on the 
input cost assumptions related to water. It should be noted that electricity costs 
contributes approximately 20% of waste water treatment input costs, but taken the 
economy in consideration, the increase of sanitation tariffs is capped on 6% for 
2016/2017. In the future, these tariffs need to be increased also to fund the upgrading of 
the sewerage works and sewerage network. The following factors also contribute to the 
proposed tariff increase: 

• The total revenue expected to be generated from rendering this service amounts to R 
million for the 2016/17 financial year. 
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The following table compares the current and proposed tariffs: 


Table 10: Comparison between current sanitation charges and increases 



Current Tariff 

Proposed Tariff 

CATEGORY 

2015/2016 

2016/2017 

Residential 

Standard rate 

R1 10.59 

Standard Rate 

R 117.23 


1 .4.5 Waste Removal and Impact of Tariff Increases 

Currently solid waste removal is operating at a deficit. It is widely accepted that the 
rendering of this service should at least break even, which is currently not the case. The 
City will have to implement a solid waste strategy to ensure that this service can be 
rendered in a sustainable manner over the medium to long-term. The main contributors to 
this deficit are repairs and maintenance on vehicles, increases in general expenditure 
such as petrol and diesel and the cost of remuneration. Considering the deficit, it is 
recommended that a comprehensive investigation into the cost structure of solid waste 
function be undertaken, and that this include investigating alternative service delivery 
models. The outcomes of this investigation will be incorporated into the next planning 
cycle. A 6% increase in the waste removal tariff is proposed from 1 July 2016. Higher 
increases will not be viable in 2016/17 owing to the significant increases implemented in 
previous financial years as well as the overall impact of higher than inflation increases of 
other services. Any increase higher than 6% would be counter-productive and will result 
in affordability challenges for individual rates payers raising the risk associated with bad 
debt. 

The following table compares current and proposed amounts payable from 1 July 2016: 


Table: Comparison between current waste removal fees and increases 


DESCRIPTION 

Current Tariffs 
2015/2016 

Proposed Tariffs 
2016/2017 

l/l/asfe 

Removal 

R 

l/l/asfe Removal 

R 

240 € container removed once a week 

117.00 

124.02 

85 € container removed twice a week 

117.00 

124.02 

Business 

218.00 

231.08 
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1 .4.6 Overall impact of tariff increases on households 


The attached tables show the overall expected impact of the tariff increases on a large 
and small household, as well as an indigent household receiving free basic services. 

See attached tables: 


Description 

Ran d/cent 





Budget Year 
2015(2016 

Budget Year 
2016(17 

Budget Year +1 
2017/18 

Budget Year +2 
2018(19 

Monthlv Account for Household - 'Middle 

Income Range' 

Rates and services charges: 

Property rates 

293.82 

311.45 

330.14 

349.95 

Electricity: Basic levy 





Electricity: Consumption 

2261.71 

2439.03 

2736.58 

2951.13 

Water: Basic levy 

46.60 

49.40 

52.38 

55.52 

Water: Consumption 

21.88 

23.20 

24.60 

26.08 

Sanitation 

110.59 

117.20 

124.24 

131.70 

Refuse removal 

117.00 

124.02 

131.47 

139.36 

Other 





sub-total 

2,851.60 

3 , 064.30 

3,399.41 

3,653.74 

VAT on Services 

388.09 

385.40 

429.70 

462.53 

Total large household bill: 

3,209.69 

3 , 449.70 

3,829.11 

4,116.27 

% increaseZ-decrease 


7 . 48 % 

11.00 

7.50% 

Monthlv Account for Household - 'Affordable 
Income Range' 





Rates and services charges: 





Property rates 

106.98 

113.40 

120.21 

127.43 

Electricity: Basic levy 

Electricity: Consumption 

967.66 

1043.53 

1,125.35 

1,213.58 

Water: Basic levy 

46.60 

49.40 

53.37 

55.52 

Water: Consumption 

224.76 

238.25 

252.55 

267.71 

Sanitation 

110.59 

117.23 

124.27 

131.73 

Refuse removal 

117.00 

124.02 

131.47 

139.36 

sub-total 

1,573.39 

1,685.83 

1,807.22 

1,935.33 

VAT on Services 

205.30 

220.14 

236.19 

253.11 

Total small household bill: 

1,778.69 

1,905.97 

2,043.41 

2,188.44 

% increaseZ-decrease 


7.16% 

7.21% 

7.10% 
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1.5 Operating Expenditure Framework 

The Tlokwe City Council’s expenditure framework for the 2016/17 budget and MTREF is 
informed by the following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating 
revenue) unless there are existing uncommitted cash-backed reserves to fund any 
deficit; 

• Funding of the budget over the medium-term as informed by Section 1 8 and 1 9 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Strict adherences to the principle of no project plan no budget. If there is no business 
plan no funding allocation can be made. 
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The following table is a high level summary of the 2015/16 budget and MTREF (classified per 
main type of operating expenditure): 


Table: Summary of Operating Expenditure by Standard Classification Item 


DESCRIPTION 

2015/2016 

2016/2017 

2017/2018 

2018/2019 

PERSONNEL EXPENDITURE 

336,172,015 

353,936,787 

369,602,787 

392,470,373 

ADMINISTRATIVE EXPENDITURE 

195,460,747 

226,337,601 

234,645,750 

248,595,298 

GENERAL CONSUMABLES 

8,101,940 

10,478,755 

11,210,045 

11,969,745 

MAINTENANCE EQUIPMENT 

26,493,002 

22,724,155 

24,137,265 

25,240,612 

MAINTENANCE BUILDINGS 

4,793,285 

4,928,200 

4,606,820 

5,185,260 

MAINTENANCE INFRASTRUCTURE 

35,128,525 

32,868,955 

44,754,975 

35,727,135 

PROFESSIONAL & SPECIAL SERVICES 

59,345,514 

65,080,600 

67,160,600 

66,312,350 

TRANSFER PAYMENTS - CAPITAL 

169,367,988 

174,904,870 

184,068,150 

187,411,580 

TRANSFER PAYMENTS - INTER DEPARTMENT 

-4,903,029 




TRANSFER PAYMENTS - SPECIAL FUNDS 





PURCHASE OF ELECTRICITY 

388,969,300 

427,660,070 

457,860,120 

511,838,980 

PURCHASE OF WATER 

15,854,000 

16,975,000 

18,200,000 

19,675,800 

TOTAL 

1,234,783,287 

1,335,894,993 

1,416,246,512 

1,504,427,133 


The budgeted allocation for employee related costs for the 2016/17 financial year totals 
R353.937 million, which equals 26.5% of the total operating expenditure. A new collective 
SALGBC agreement regarding salary increases was negotiated for the following financial years, 
therefore only a 6.00% increase was budgeted for 2016/17 as indicated by MFMA Circular Nr 
79. 

The cost associated with the remuneration of councillors is determined by the Minister of Local 
Government and Human Settlement in accordance with the Remuneration of Public Office 
Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been 
taken into account in compiling the City’s budget. 

We have based our revenue projection on levied services on an annual collection rate of 100%. 

Provision for depreciation and asset impairment has been informed by the Municipality’s Asset 
Management By-Law. Depreciation is widely considered a proxy for the measurement of the 
rate asset consumption. Budget appropriations in this regard total R174.9 million for the 
2016/17 financial and equates to 13.1% of the total operating expenditure. Note that the 
implementation of GRAP 17 accounting standard has meant bringing a range of assets 
previously not included in the assets register onto the register. This has resulted in a significant 
increase in depreciation relative to previous years. 

Bulk purchases are directly informed by the purchase of electricity from Eskom and water from 
Department of Water Affairs. The annual price increases have been factored into the budget 


17 





appropriations and directly inform the revenue provisions. The expenditures include distribution 
losses. 

General consumables and maintenance amounts to R71.0 million for the 2016/17 financial year. 

Professional and special services for the 2016/17 financial year amounts to R65.1 million. 

Administrative expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which cost 
savings and efficiencies can be achieved. The remuneration of councillors is also included in 
this expenditure category. 

1.5.1 Priority given to repairs and maintenance 


Aligned to the priority being given to preserving and maintaining the City’s current 
infrastructure, the 2016/17 budget and MTREF provide for extensive growth in the area of 
asset maintenance, as informed by the asset renewal strategy and repairs and 
maintenance plan of the City. In terms of the Municipal Budget and Reporting 
Regulations, operational repairs and maintenance is not considered a direct expenditure 
driver but an outcome of certain other expenditures, such as remuneration, purchases of 
materials and contracted services. 


1.5.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit 
their ability to pay for services. To receive these free services the households are 
required to register in terms of the City’s Indigent Policy. 

The cost of the social package of the registered indigent households is largely financed 
by national government through the local government equitable share received in terms of 
the annual Division of Revenue Act. 

Current indigent grant 2015/2016 


Basic Services (VAT included) 50. 1 1 

Sewerage (VAT included) 1 1 8.94 

Refuse Removal (VAT included) 125.40 

Total 294.45 


Property Rates (50% of property rate levied) 
6kl water free of charge 
80kwh free electricity 
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53.12 

125.13 

132.33 


Proposed indigent grant 2016/2017 

Basic Services (VAT included) 

Sewerage (VAT included) 

Refuse Removal (VAT included 

Total 

Property Rates (50% of property rate levied) 
1 0kl water free of charge 
80kwh free electricity 


311.18 
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1.6 Capital expenditure 


The allocation for projects in the Capital Budget in the 2016/17 financial year is indicated 
per municipal vote in the following table: 

Table: Capital as per Municipal Vote 


Vote Description 

2015/16 Medium Term Revenue & Expenditure Framework 

R thousand 

Budget Year 2015/16 

Budget Year +1 2016/17 

Budget Year +2 2017/18 

Capital expenditure - Vote 

Vote 1 - Executive Mayor 

0 

53,400 

17,700 

Vote 2 - Office of the Speaker 

4,320,000 

3,133,350 

3,3720,000 

Vote 3 - Municipal Manager 

0 

0 

0 

Vote 4 - Budget and T reasury Office 

0 

616,785 

805,000 

Vote 5 - Public Safety 

10,010,000 

10,319,395 

21,070,000 

Vote 6 - Corporate Services 

2,775,000 

267,005 

1,500,000 

Vote 7 - Infrastructure 

130,982,345 

178,834,906 

187,602,191 

Vote 8 - Department Environmental 

Management 

3,880,000 

6,835,350 

12,803,000 

Vote 9 - Sports, Arts and Culture 

1X859,383 

17,140,394 

13,639,606 

Vote 10 - Human Settlement and Planning 

250,000 

250,720 

247,250 

Vote 11- Economic Development 


2,000,000 

12,829,938 

Total Capital Expenditure - Vote 

224,076,728 

219,451,305 

253,884,685 


1.7 Annual Budget 

The Budget comprises of the following tables which will be included in the Budget Book: 

• Consolidated Operating and Capital Budget (A1-A10) 

• Operating and Capital Budget schedules (SA1-SA37) 

• Budget related charts 
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